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SUBJECT: SOVIET AID TO BOKARO STEEL MILL 
REF: (A) STATE 093421 (B) NEW DELHI 6115 

1 . WE ASSUME DEPT IS REFERRING TO ARTICLE IN CALCUTTA BUSINESS 
STANDARD OF APRIL 18 HEADLINED "BOKARO AND BHILAI STEEL EXPANSION 
INDIAN MAY NOT TAKE AID FROM USSR". STORY IS NOT CARRIED IN 
OTHER 

PAPERS AND EVIDENTLY IS THE PRODUCT OF CONTACT WITH RELATIVELY 
GOOD SOURCE IN GOI. AS WE READ IT, HOWEVER, STORY TREATS TRENDS 
ALREADY 

EVIDENT IN GOI-SOVIET RELATIONS IN SENSATIONALIST MANNER. 

2. EMBASSY'S AIRGRAM ANALYZING ECONOMIC TIES BETWEEN INDIAN AND, 

THE SOVIET UNION IN THE LIGHT OF THE NEW LONG TERM TRADE AND 
PAYMENTS AGREEMENT (A- 167 OF JUNE 5, 1976) POINTED TO 

THE FACT THAT INDIAN DEMAND FOR SOVIET HEAVY INDUSTRIAL 
EQUIPMENT IS SLIGHT. IN 

DECEMBER, GOI TEAM WON SOVIET AGREEMENT TO SUBSTITUTE DOMES- 
TICALLY-MANUFACTURED GOODS FOR $44 MILLION WORTH OF SOVIET 
EQUIPMENT ORIGINALLY PLANNED FOR THE BOKARO STEEL MILL (NEW DELHI 703 
AND A-33). GIVEN THE GOI’S NEED TO REPAY THE SOVIET WHEAT 
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LOAN OVER THE NEXT FIVE YEARS, IT SEEMS NATURAL THAT ALL WAYS 
OF FURTHER ELEMIN ATING UNNECESSARY IMPORTS FROM THE SOVIET UNION 
ARE BEING STUDIED. 

3. ON BALANCE IT SEEMS UNLIKELY THAT THE GOVERNMENT HAD REACHED 
THE CONCLUSION REPORTED IN THE ARTICLE TO "DISPENSE WITH 

SOVIET ASSISTANCE ALTOGETHER FOR THE EXPANSION OF THE BOKARO AND 
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BHILAI STEEL PLANTS ACCORDING TO THE ARTICLE, THIS DECISION 
WOULD IMPLY A WILLINGNESS TO DELAY THE COMPLETIONS OF THE EXPANSION 
PROGRAMS BY TWO TO THREE YEARS. YET. IN THE PRECIOUS DAY'S 
EDITION OF THE ECONOMIC TIMES, STEEL MINISTER PATNAIK IS REPORTED 
TO BE EAGER TO ASSURE THAT EXPANSION PLANS WERE ADEQUATED TO MEET 
THE INCREASE IN STEEL CONSUMPTIIN EXPECTED FROM THE LIFTING 
OF THE EMERGENCY AND THE WITHDRAWAL OF GOVERNMENT CURBS ON 
CONSTRUCTION. 

4. CONSIDERING THE DATE OF ITS PUBLICATION, THE BUSINESS STANDARD 
ARTICLE HAD ONE AMAZING BIT OF INFORMATION: "THE USSR HAD ALSO 
INDICATED THAT IT WAS PREPARED TO EXTEND SPECIAL CREDIT OF 
ABOUT 250 MILLION ROUBLES TO FINANCE THE COST OF IMPORTED 
EQUIPMENT AND 

KNOW-HOW FOR THE (STEEL) EXPANSION PROGRAMS." THE REPORTER 
(OR HIS SOURCE) MISREAD THE FUTURE, HOWEVER, AND PREDICTED THAT, 

"IN VIEW OF THE NEW THINKING, THE GOVERNMENT OF INDIA MAY 
OBVOUSLY NOT AVAIL OF THIS OFFER." AS REPORTED REF B, THE NEW 
ROUBLE CREDIT AGREED TO ON APRIL 26 IS TARGETED AT THE STEEL 
AND COAL SECTORS. 

5. EMBASSY WILL SEEK TO FURTHER ELUCIDATE GOI INTENTIONS 
REGARDING SOVIET RULE IN ITS PLANS FOR DEVELOPMENT OF 
STEEL INDUSTRY. 

SCHNEIDER 
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